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MATTHEWS SOUTH, LLC
Financial Statements
September 30, 2017



@ MOSSADAMS

Report of independent Registered Public Accounting Firm

To the Member and Board of Directors
Matthews South, LLC

We have audited the accompanying statement of financial condition of Matthews South, LLC (the
Company) ag of September 30, 2017, and the related statements of operations, changes in member's
equity, and cash flows for the period from February 18, 2016 io September 30, 2017. These financial
statements are the responsibility of the Company’s management, Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board {United States). Those standards require that we plan and perfonmn the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its
internal control over financial reporting. Qur audit included consideration of internal control over
financial repotting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control over financial reporting. Accordingly, we express no such opinion. An
audit also includes examining, on a test basis, evidence supporting the amounts and disclogures in
the financial sfatements, assessing the accounting principles used and significant estimates made by
managemernt, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all material respects, the
financiat position of Matthews South, LLC as of September 30, 2017, and the resulls of its operations
and its cash flows for the period from February 18, 2016 to September 30, 2017 in conformity with
accounting principles generaily accepted in the Unitad States.

The information in Schedule | hias been subjected to audit procedurss performed in conjunction with
the audit of Matithews South, LLC’s financial statements. The information in Schedule | is the
responsibility of Matthews South, LLC’s management. Our audit procedures include determining
whether the information in Schedule | reconciles to the financial statements or the underlying
accounting and other records, as applicable, and performing procedures to test the complefeness
and accuracy of the information presented in Schedule 1. In forming our opinion on the information in
Schedule 1, we evaluated whether the information in Schedule |, including its form and content is
presented in conformity with 17 C.F.R, § 240.17a-5. in our opinion, the information in Schedule | is
fairly stated in all material respects in relation to the financial statements as a whale.

P ons Gllnar LLP

Dallag, Texas
November 22, 2017



Matthews South, LLC
Statement of Financial Condition
September 30, 2017

ASSETS
Cash and ¢cash equivaients
Prepaid expenses

Total Assets

LIABILITIES AND MEMBER'S EQUITY

LIABILITIES
Accourts payable and accrued liabilities

Total Liabilities

MEMBER'S EQUITY

Total Liabilities and Member's Equity

The accompanying notes are an integral part of these financial statements.

76,433
3,151

79,584

50

79,534

79,584




Matthews South, LLC
Statement of Operations
For the 19 Months Ended September 30, 2017

Revenues $ -
Expenses
Incremental allocation services fee 33,750
Legat and professional fees 14,250
Technology, data and communication expenses 7.887
Regulatory fees 1,85
State and local income taxes 1,900
Cther operating expenses 828
Total expenses 60,466
Net loss : $ {60,466)

The accompanying notes are an integral part of these financial statements.



Matthews South, LLC
Statement of Changes in Member's Equity
For the 19 Months Ended September 30, 2017

Opening Balance, February 18, 2016 (Inception) $ -
Capital contribution 140,600
Net loss (60,466)
Closing Balance, September 30, 2017 3 79,534

The accompanying notes are an integrail part of these financial statements.



Matthews South, LLC

Statement of Cash Flows
For the 19 Months Ended September 30, 2017

Cash Flows from Operating Activities
Net loss ‘ $ {60,466)

Adjustments fo reconcile net loss to net
cash used in operating activities:

Increase in prepaid expenses (3,151)

Increase in accounts payable and accrued expenses 50

Net cash used in ¢perating activities (63,567}
Cash Flows from Financing Activities:

Capital contribution 140,000

Net cash provided by financing activities 140,000
Net Increase in Cash and Cash Equivalents 76,433

Cash and Cash Equivalents at Inception (February 18, 2016) -

Cash and Cash Equivalents, End of Year $ 76,433

The accompanying notes are an integral part of these financial statements.



Matthews South, LLC

Notes to Financial Statements
For the 19 Months Ended September 30, 2017

NOTE 1. BUSINESS OF THE COMPANY

Matthews South, LLC (the Company) is registered as a brokes-dealer with the Securities
and Exchange Commission (SEC) and is a member of the Financial Industry Regulatory
Authority (FINRA). It is a wholly owned subsidiary of Matthews South, Inc. The Company
was formed in the state of Delaware on February 18, 2016 and became a registered
broker-dealer and member of FINRA on March 16, 2017.

The Company engages in private placements of securities and advises U.S. public
reporting companies on capital markets transactions including registered debt and equity
offerings and Rule 144A debt offerings.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (US GAAP),

Cash and Cash Eguivalents

The Company considers all liquid investments with a maturity of three months or less to
be cash equivalents. The Company maintains its deposits in a comimercial checking
account in a high credit guality financial institution. Balances have not exceeded federally
insured limits.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of Ametica (GAAP) requires management to make
estimates and assumptions that affect the reporied amounts of assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Revenue Recognition

The Company eatns revenue (advisory-fees) on the closing date of a transaction for which
it has been engaged by a client. The Company recorded no revenue during the reporting
period. ,



Matthews South, LLC
Notes to Financial Statemenis (continued)
For the 19 Months Ended September 30, 2017

Operating Expenses

Transaction expenses are borne by Matthews South, Inc. and are billed 1o the Company
on the date that cash from related iransactions is actually received. Operating expenses
such as software licensing fees, professional service fees and broker-dealer fidelity bond
insurance premiums are related to operating activities of the Company. These are
expensed in the period to which they relate,

Income Taxes

The Company is considered a “pass-through” entity under the Internal Revenue Code
and therefore is not liable for federal income taxes on its taxable income. Liability for
federal income tax expense is the responsibility of the Company’s Member.

NOTE 3. RELATED PARTY MATTERS

The Company has an Expense Sharing Agreement (ESA) in place with its parent,
Matthews South, Inc. Under the terms of the ESA, the Parent charges the Company a
monthly incremental Allocation Services Fee for incremental overhead expenses incurred
by the Parent on behalf of the Company. Fees paid to the Parent for the reporting petiod
total $33,750 and include allocated salaries and benefits ($26,125), rent ($3,540),
information and technology subscriptions ($3,525) and various other office support
services ($560). The allocation methodology is based on estimated expense allocations
between the Company and the Parent. This schedule is subject to review and revision at
the end of each calendar year. The Incremental Allocation Services Fee appears as an
expense on the Statement of Operations.

NOTE 4. NET CAPITAL REQUIREMENTS

The Company, as a registered broker-dealer, is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1) which requires the maintenance of
minimum net capital and requires that the ratio of aggregate indebtedness to net capital,
both as defined, shail not exceed 15 to 1. At September 30, 2017 the Company had net
capital of $76,383 which was $71,383 in excess of its required net capital of $5,000 and
its ratio of aggregate indebtedness to net capital was .07 to 1.



Matthews South, LLC
Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission

As of September 30, 2017 Schedule |
MNet Capital
Total member's equity $ 79,534
Less non-allowable assets:
Prepaid expenses 3,151
Net capital before haircuts on securities positions 76,383

Haircuts on securities positions -

Net capital $ 76,383

Aggregate Indebtedness $ 50

Computation of Basic Net Capital Requirement

Minimum net capital required 3 5,000
- Excess net capital 3 71,383

Net capital in excess of 120% of required net capital $ 70,353

Ratioc of aggregate indebfedness to net capital 07 1o 1

There are no material differences between the computation above and the computation included
in the Company's corresponding unaudited FOCUS Report, Part HIA, Form X-17a-5 as of
September 30, 2017,
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MOSSADAMS

Report of independent Registered Public Accounting Finm

To the Member and Board of Directors
Matthews South, LLC

We have reviewed management's statements, included in the accompanying Management's
Statement Regarding Compliance with Certain Exemption Provisions Under Rule 16¢3-3 of the
Securities Exchange Act of 1934, in which (1) Matthews South, LLC identified provision 17 C.F.R.
§15¢3-3(k)}(2)(ii) (the “exemption provisions”) under which Matthews South, LLC claimed an
exemption from 17 C.F.R. §240.15c3-3 and (2) Matthews South, LLC stated that Matthews South,
LLC met the identified exemption provisions throughout the most recent fiscal year without exception.
Matthews South, 1.L.C's management is responsible for compliance with the exemption provisions and

its statarnents.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required procedures to
obtain evidence about Matthews South, LLC's compliance with the exemption provisions. A review is
substantially less in scope than an examination, the objective of which is the expression of an opinion
on management's statements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material respects,
based on the conditions set forth in paragraph (k){2)(ii) of Rule 15¢3-3 under the Securities Exchange
Act of 1934.

V7 saar Allomer LLF
Dallas, Texas
November 22, 2017



Matthews South LLC’s Exemption Report

Matthews South LLC (the "Company”) is a registered broker-dealer subject to Rule 17a-5 promulgated
by the Securities and Exchange Commission (17 C.F.R. §240.173-5, "Reports to be made by certain
braokers and dealers”). This Exemption Report was prepared as required by 17 C.F.R. §240.17a-5{d)(1}
and (4). To the best of its knowledge and belief, the Company states the following:

{1) The Company claimed an exemption from 17 C.F.R. §240.15¢3-3 under the following provisions
of 17 C.F.R. §240.15¢3-3 (k): (2)().

(2) The Company met the identified exemption provisions in 17 C.F.R. §240.15¢3-3(k) throughout
the most recent fiscal year without exception.

Matthews South LLC

I, Kevin Castellano, ssear (or affirm) that, to my best knowledge and belief, this exemption report is true
and correct.

Y e

Title: Chief Financial Officer and Chief Compliance Officer
10/17/17



